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This paper studies two domestic listed companies in the pharmaceutical industry – 
Dong-E E-Jiao and Jiuzhitang. Using various methods such as ratio analysis, percentage 
analysis, trend analysis, vertical and horizontal comparative analysis and factor 
breakdown analysis, this paper compares the two companies’ financial performance and 
carries out a “three-dimensional analysis” of their financial statements, comparative 
analysis of their financial indicators, and factor breakdown analysis of their ROE, cash 
obtaining ratio, EVA, risk and sustainable growth rate. Through these analyses, this 
paper presents an overall assessment of the two listed companies’ profitability, capacity 
to generate cash and deliver value, risks and growth prospects. The assessment reveals 
two companies’ financial policies and their inherent financial issues and patterns. Last, 
using the financial strategy matrix, this paper explores the two companies’ financial 
strategies and puts for feasible improvement solutions and detailed suggestions.  
 This paper consists of six parts:  
Parts I and II first elaborate on the subject and significance of this research, as well 
as the choice of research methods and the formation of the research frame, and then 
analyses and sums up the status quo of China’s pharmaceutical industry and its macro 
environment, with a brief introduction of the two companies’ development evolution 
and current conditions.  
Part III uses the methods of the modern financial analysis system to examine the 
financial indicators in line with the characteristics of the target industry. It computes the 
published financial data of the two companies for 2009-2013 and conducts a 
three-dimensional analysis of their financial statements, vertical and horizontal 
comparative analysis of their financial indicators, and factor breakdown analysis, 
thereby identifying the two companies’ respective financial characteristics.  
Part IV, on the basis of the above financial analysis, applies the related theories to 
financial policies to analyze and assess the two companies’ capital structure, dividends, 
operating capital management, investment financial policies. 
Part V, on the basis of an understanding of the connotations, characteristics and 















establishment financial strategies, to explore the two companies’ financial strategies, 
with suggestions presented.  
Part VI, on the basis of a comprehensive comparative analysis of the two 
companies from the financial perspective, presents summarized conclusions, feasible 
financial improvement solutions, and suggestions for financial strategies.  
Through the comparative analysis of the financial performance, financial policies 
and financial strategies of Dong-E E-Jiao and Jiuzhitang, two major listed companies in 
the pharmaceutical companies, the author finds that their financial conditions are overall 
healthy. Judging from financial performance, Dong-E E-Jiao has stronger overall 
profitability and capacity to deliver value, while Jiuzhitang has a higher cash obtaining 
ratio. Both companies have strong liquidity and safety. On the financial policy front, 
both companies’ capital structure policy and operating capital management policy, and 
Jiuzhitang’s dividend policy, need adjustment. Given the massive investment and high 
overall capital costs, these existing policies will seem inappropriate and have much 
room for improvement. The author recommends that the two companies continue to 
expand their market shares and adjust their financial strategies according to the 
economic situation, social environment and regulatory environment. Jiuzhitang should 
focus on the development of high-end and mid-range healthcare products and marketing 
in the northern market, while Dong-E E-Jiao should intensify its sales of fast-moving 
consumer goods and expand its market coverage nationwide. The research presented in 
this paper allows the author to gain a deeper understanding of the strategic implications 
of business orientation for the development of pharmaceutical industry. To a certain 
degree, it also provides reference basis for investors and managers in the pharmaceutical 
industry. However, due to limited information disclosure and the author’s inadequate 
research capabilities, this paper regrettably does not include an in-depth study of the 
future impact of the uncertainty of the macro reforms of China’s pharmaceutical 
industry on pharmaceutical companies. 
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